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SUBJ: REACTION TO PUBLICATION OF IMF LETTER CONCERNING ITALIAN 
ECONOMY 

1. /SUMMARY"/. "LA STAMPA" PUBLISHED ON JULY 24 TEXT OF LETTER 
FROM ALLEN WHITTOME, IMF DIRECTOR FOR EUROPE, CONTAINING WHAT 
IS PURPORTED TO BE CONCLUSIONS ON ITALIAN ECONOMIC SITUATION. 

UNIONS RESPONDED IMMEDIATELY AND UNFAVORABLY TO PORTION OF LETTER 
REFERRING TO CHANGES IN SCALA MOBILE. PORTIONS OF WHITTOME LETTER 
DEALING WITH MEASURES AGAINST TAX EVASION AND NEW INVESTMENTS 
WERE FAVORABLY CONSIDERED BY UNIONS. LITTLE REACTION FROM OTHER 
SECTORS THAN UNIONS HAS BEEN REPORTED." END SUMMARY". 

2. LETTER FROM WHITTOME TO GOI LEAKED TO " LA STAMPA". 

LETTER SUGGESTS THREE MAIN AREAS FOR EARLY ACTION. FIRST , THE 
PUBLIC SECTOR RQUIRES BETTER BUDGET CONTROL AND THE REDUCTION 
OF THE DEFICIT OF THE ENLARGED PUBLIC SECTOR, THROUGH INCREASED 
TAXES AND EXPENDITURE CUTS. THIS DEFICIT SHOULD NOT EXCEED 

14 PERCENT OF GDP IN 1979. SECOND, INVESTMENTS NEED TO BE INCREASED 
PARTICULARLY IN AGRICULTURE, CONSRUCTION AND ENERGY. THIRD, 

THE COST OF LABOR MUST BE BROUGHT INTO LINE WITH OTHER INDUSTRIAL 
COUNTRIES WHICH WOULD REQUIRE A PERIOD OF STABILITY IN TERMIS OF 
REAL WAGES. TO HELP ACHIEVE THELATTER, FOUR POSSIBLE ALTERNATIVE 
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CHANGES ARE SUGGESTED IN THE SCALA MOBILE. THESE ARE : 

( 1 ) SUBSTITUTION OF MINIMUM WAGES LINKED TO COST OF LIVING 
FOR PRESENT SYSTEM, (2) A CEILING ON WAGE INCREASES THROUGH 
THE SCALA MOBILE FOR A STATED PERIOD, 

(3) CHANGES IN THE "BASKET " USED TO CALCULATE THE INCREASES 
OR, (4) ANNUAL RATHER THAN QUARTERLY SALARY ADJUSTMENTS. 
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3. UNIONS HAVE DEFENDED SCALA MOBILE. MACARIO OF CISL TERMED IT 
DEFENSE OF WORKERS AGAINST INFLATION IN PART BECAUSE GOVERNMENT 
AND EMPLOYERS HAD TO CONSIDER WHAT EFFCTS VARIOUS POLICIES MIGHT 
HAVE ON SCALA MOBILE. NUANCED STATEMENTS, HOWEVER, INDICATE THAT 
THERE MIGHT BEMORE UNION FLEXIBILITY IN TERMS OF CONTAINING 
CONTRACTUAL SALARY INCREASES. 

4. UNION REACTIONS TO LETTER AS A WHOLE WERE MIXED BUT NOT TOO 
UNFAVORABLE. PORTIONS CALLING FOR ACTIVITY AGAINST TAX EVASION 
AND INCREASED INVESTMENTS WERE PRAISED. MACARIO (CISL) 

CONSIDERED CRITICISM OF SCALA MOBILE TO BE RITUAL AND MARGINAL 
AND SAID HERAT OF RECOMMENDATIONS WAS CALL FOR NEW ECONOMIC 
POLICIES. DIDO (CGIL) CONSIDERED REPORT SELF-CONTRADICTORY IN THAT 
IT OPENED BY CALLING FOR REFORM OF STRUCTURAL WEAKNESSES OF 
ITALIAN ECONOMY BUT THEN CONCENTRATED ON THE COST OF LABOR. 

DIDO ALSO REMARKED THAT THE CONTENTS SEEM SUGGESTED BY SEGMENTS OF 
ITALIAN GOVERNMENT HOPING TO HAVE THESE POLICIES IMPOSED 
INTERNATIONALLY. 

5. NON-UNION REACTION WAS LIMITED, ALTHOUGH THE LIBERAL PARTY 
SECRETARY ZANONE PRAISED THE LETTER AS AN EXCELLENT 
ANALYSIS OF ITALIAN SITUATION WITH PROVISO SCALA MOBILE CANNOT 
BE CONSIDERED AUTONOMOUS CAUSE OF INFLATION. NINO ANDREATTA 
(ECONOMIST AND DC SENATOR) WROTE FAVORABLY OF THE PLAN 

IN JULY 26 "LA STAMPA " BUT NOTED THE TIME SEEMED WRONG FOR 
SERIOUS NEGOTIATIONS WITH THE FUND, SINCE ITALY WAS RUNNING 
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